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«2^?f  ?Z  CONRDENTIAUTY  RIGHTS:  A  NATURAL  PERSON  MAY  REMOVE  OR  STRIKE  ANY 
OR  ALL  OF  THE  FOLLOWING  INFORMATION  BEFORE  rT  IS  FILED  IN  THE  PUBLIC  RECORDS- 
YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  UCENSE  NUMBER.  REC°RDS- 

XTO  REV  PROD  88  (7-89)  PAID  UP  (04fl7A)7)e 

OIL,  GAS  AND  MINERAL  LEASE 

Infrt™™f  ^  "I!?*  m  ^Ut"  ?y  °f  -3*^  2008-  between  Graciela  Smith,  a  single  person  Lessor  (whether 

T*iS^"rL^  I?.Block  2>  The  Estate,  a  subdivision  being  part  of  the  J.R.  McElroy  Survey,  Abstract  No.  1066  in  the  Citv  of  Azle 

ass  Ste^ 

?3,5' T.acreS*  ,B'  bein*  tSF*  ?fJheJT  &.LP       CoJ39  Surve&  Abstract  No.  1572  in  the  City  of  Azle,  Texas,  Tarrant 

SlSSS  ISStf'r  be,(nRT0re  Partjcu,aHy  described  in  a  Warranty  Deed  recorded  thereof  in  Volume  7897,  Vage  1$27  Deed 
riparian  right*  •         y'  T*xas  and  amendm*«ts  thereof,  including  streets,  easements  and  alleyways  adjacent  thereto,  and  any 

Ii*is  1!  a  "on-development  Oil,  Gas  and  Mineral  Lease,  whereby  Lessee,  its  successors  or  assigns,  shall  not  conduct  any  operations, 
"•J!"™**1  !,erf"!f  m  ^  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  lands,  or  part  thereof 
with  other  lands  to  comprise  an  oil  and/or  gas  development  unit.  '     K  ' 

This  lease  also  covers  and  includes,  in  addffion  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land 
above  described  and  (a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded 
instrument  or  (b)  as  to  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by 
Lessee  for  a  more  complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  the  amount  of  any  bonus  or  other  payment 
hereunder,  said  land  shall  be  deemed  to  contain  6.00  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  fn  any 
tract  shall  be  deemed  to  be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  aH  rights  and 
options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
_2_years  from  the  date  hereof,  hereinafter  caled  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted 
upon  said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the 
equal  1/4    part  of  all  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the 

average  posted  market  price  of  such  1/4  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  thejnpe  line  or  storage  tanks,  Lessor's  interest, 
in  either  case,  to  bear  1/4  of  the  cost  of  treating  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas 
produced  from  said  land  (1)  when  sold  by  Lessee,  1/4  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when 
used  by  Lessee  off  said  land  or  in  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4  of  such 
gas  and  casinghead  gas;  (c)  To  pay  Lessor  on  al  other  minerals  mined  and  marketed  or  uSized  by  Lessee  from  said  land,  one-tenth  either  in  kind 
or  value  at  the  well  or  mine  at  Lessee's  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton. 
If,  at  the  expiration  of  the  primary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or 
any  portion  thereof  has  been  pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue 
in  force  as  though  operations  were  being  conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be 
continued  in  force  as  if  no  shut-in  had  occurred.  Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the 
minerals  capable  of  being  produced  from  said  wells,  but  in  the  exercise  of  such  diligence,  Lessee  shall  not  be  obligated  to  install  or  furnish 
facilities  other  than  well  facilities  and  ordinary  lease  facilities  of  flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor 
trouble  or  to  market  gas  upon  terms  unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are 
shut-in  for  a  period  of  ninety  consecutive  days,  and  during  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of 
said  ninety  day  period,  Lessee  shall  pay  or  fender,  by  check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dolar  ($1 .00)  for  each  acre  of 
land  then  covered  hereby.  Lessee  shall  make  like  payments  or  tenders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety 
day  period  if  upon  such  anniversary  this  lease  is  being  continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such 
payment  or  tender  shall  be  made  to  the  parties  who  at  the  time  of  payment  would  be  entitled  to  receive  the  royalties  which  would  be  paid 
under  this  lease  if  the  wells  were  producing,  and  may  be  deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shaH  continue 
as  the  depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  two  or 
more  parties  are,  or  claim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other  method  of  payment  herein  provided,  pay  or  tender 
such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective 
ownerships  thereof,  as  Lessee  may  elect.  Any  payment  hereunder  may  be  made  by  check  or  draft  of  Lessee  deposited  in  the  mail  or  delivered  to 
the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last  date  for  payment.  Nothing  herein  shall 
impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole  or  in  part,  liability  for  payment 
hereunder  snail  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this 
lease,  and/or  with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80 
surface  acres,  plus  1 0%  acreage  tolerance;  provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be 
enlarged  as  to  any  one  or  more  horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  T0%  acreage  tolerance,  if  limited  to  one  or  more 
of  the  following:  (1 )  gas,  other  than  casinghead  gas.  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3) 
minerals  produced  from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein 
permitted,  either  at  the  time  established,  or  after  enlargement,  are  permitted  or  required  under  any  governmental  nJe  or  oreter,  for  the  drilling  or 
operation  of  a  well  at  a  regular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit 
may  be  established  or  enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said 
option  as  to  each  desired  unit  by  executing  an  instrument  Identifying  such  unit  and  filing  It  for  record  in  the  public  office  in  which  this  lease  is 
recorded.  Such  unit  shall  become  effective  as  of  the  date  provided  for  in  said  instrument  or  instruments  but  if  said  instrument  or  instruments 
make  no  such  provision,  then  such  unit  shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  fled  of  record.  Each  of  said 
options  may  be  exercised  by  Lessee  at  any  time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or 
production  has  been  established  either  on  said  land,  or  on  the  portion  of  said  land  included  in  the  unit  or  on  other  land  unitized  therewith.  A  unit 
established  hereunder  shall  be  valid  and  effective  for  aH  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold 
interests  in  lands  within  the  unit  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall 
be  considered,  for  all  purposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this  (ease.  There  shaH  be  allocated 
to  the  land  covered  by  this  lease  within  each  such  unit  (or  to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the 
unit)  that  proportion  of  the  total  production  of  unitized  minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the 
number  of  surface  acres  in  such  land  (or  in  each  such  separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface 
acres  in  the  unit,  and  the  production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty 
and  any  other  payments  out  of  production,  to  be  the  entire  production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner 
as  though  produced  the  refrom  under  the  terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees 
that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of  shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring 
production  of  oil  or  gas.  The  formation  of  any  unit  hereunder  which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging 
or  transferring  any  interest  under  this  lease  (including,  without  limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between 
parties  owning  interests  in  land  covered  by  this  lease  and  parties  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right 
of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are 
operations  thereon  for  unitized  minerals  unless  all  pooled  leases  are  released  as  to  lands  within  the  unit,  At  any  time  while  this  lease  is  In  force 


this  tease  is  recorded  a  declaration  to 

or  enlarged  by  Lessee  at  its  election  at  ar^timel and  from  tiKtimeffi  amended,  re-formed,  reduced 

record  in  the  public  office  in  which  the  pooled  acreaqe >  is  legated PlffiaS  ?hl  ^?crmi^#h?Kr?of  fl,inguan.  appropriate  instrument  of 
hereunder  shall  remain  in  force  so  long  as  any -tease Subject  Sto  staK^l?  StSS^- EE?ii* thK  i  •  a  u™  once  established 

po  pooling i  or  unitization  of  royalty  interests  aste^er^Tnv  such  S2E1^^^^l^^or^,l^r  cove!?  separate  tracts, 
inclusion  of  such  separate  tracts  within  this Jease rSSTessM  sfffnl^^  be  implied  or  result  merely  from  the 

4  with  consequent  allocation  of  production  as  herein  wOTtodAa^SSfSfE  3i  J?  P00*  Jr  .unHlze  as  Pawled  in  this  paragraph 

royalty  ownershb  differing,  ™  o'r  IWter,1K 

parto5r&mra 

fn4Saft^a  iSmB^  *?  "ocation 

for  or  in  an  endeavor  to  obtain  production  ofoiMaas rStohur a •  S  SSSS^iSSSSS?P'  PhWQ  bade  or  pairing  of  a  well  in  search 
mineral,  whether  or  not  in  paying  quantities  P  minerals,  excavating  a  mine,  production  of  oil,  gas,  sulphur  or  other 


an  o£lffl^^  J*?*  »rom  said  tend  in 

draw  and  remove  casing.  No  well  shall  be  drilled  raorer tteJ 2on ^ST^IJJSSkS^1  ******* on  said  land,  including  the  right  to 
Lessee  shall  pay  for  damages  caused  by  ite^eS  said  ,and  **oU  the  consent  ofthe  L&sor. 

interests  hSEHnSS^^^  Said1land  a9&sl  lhe  c,aims  of  a"  t*™™  whomsoever.  Lessors  rights  and 

aarSiat  LeSSSi  E^£Km"J52?*K5  any  mort9aies'  ta*«  or  other  lens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
^t^h^SS^S^^JfSS^^         reduce  S3™6  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated I  to lhe 
ngrns  or  me  noiaer  tnereot  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  mav  become  navahfetni 
and/or  assign  under  this  lease,  ff  this  tease  covers  a  less  interest  in  the  oil,  gas,  suEhur  or^S^nablrSl  a^SMa^^dtend  ttS^S 
entire  and  undivided  fee  simple  estate  whether  Lessor's  interest  is  herein  specffieTor  ^ 

«^  —  be  ^^Z^Stigi 

well  Drav^io^lrf^™^  5?  hSSi^S  fl!^^?^0'!?*  Primary.term  hereof  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
™PLP^^E*  llerAandj  k**^  ls  95!  oo^ucting  operations  on  said  land  by  reason  of  (1)  any  law,  order,  rule  or  regulation 
S^fhS  ^V^^i1^  Sftent"n8d  1°  be  invalid)  or  (2  any  other  cause,  whether  similar  or  dissim  lar,  (except  financial)  bewnd  the 
SSh&^IS  iiSSRu*18  WP  emi  hereof  sh$]JF  extended  the  first  anniversary  date  hereof  oocunfru  ninety  (90)or  more 
oo^rred  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  ifsuch  delay  had  not 

,QnH       Le^cf  agrees  that  this  lease  covers  and  includes  any  and  aJI  of  Lessor's  rights  in  and  to  any  existing  weB(s)  and/or  wellborete)  on  said 
deenwffi  new  ^eH  purposes  <*  ^ lease  tbe  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 


14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or 
surface  restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may 
be  limited  and  Lessee  may  encounter  difficulty  securing  surface  location  s)  for  drilling,  reworking  or  other  operations.  Therefore/since 
dnlling,  reworking  or  other  operations  are  either  restneted  or  not  allowed  on  said  landor  other  leases  in  the  vicinity,  it  is  aqreed  that  any 
such  operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this 
lease,  provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworkinq,  producing  or  other 
operations  under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land. 
Nothing  contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this 
lease,  except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


BY:  GRACIELA  SMITH 
STATE  OF  TEXAS} 
COUNTY  OF  TARRANT} 

This  instrument  was  acknowledged  before  me  on  the 
person. 


BY: 


(ACKNOWLEDGMENT  FOR  INDIVIDUAL} 
£  day  of 


,  2008  By  Graci 


KA;.'*  A.  BOREN 

Notary  t-'utilic.  §xa<-'  of  Texas 

My  Commission  Expires 

febiuary  12,  2012 

Signature 


Printed 


/  N6tary  Public 


